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e A realistic, penetrating analysis, free from 
cliches and platitudes 


| Achieving Administrative 
Competence—The Supervisor 


OST of us want to advance in our com- 

panies. Plainly speaking, we aspire to be 
a boss, a bigger boss, or the big boss. There is 
nothing inherently wrong with wanting to be 
boss. The job carries prestige, power, authori- 
ty, and money; perhaps not a lot of money, 
but at least more than goes with not being the 
boss. Most of us actively seek this prestige, 
power, authority, and money that goes with 
being boss. 

There is here something of a similarity to 
the opening sentence of J. K. Galbraith’s 
recent book, The A fluent Society: “Wealth is 
not without its advantages and the case to the 
contrary, although it has often been made, has 
never proved widely persuasive.” So it is with 
being boss. 

This is putting it pretty bluntly. If it sounds 
crass or too materialistic, as I am sure it may 
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to some, at least it will provide a springboard 
for panelists to launch into attack position. I 
hope, however, as we go on to develop our 
ideas that no one will come to believe that I 
am talking about a low order of motivation. 
On the contrary. I have profound respect for 
the basic qualities and abilities which are in- 
gredients of first-class business leadership. My 
references to bosses apply to admirable men. 

Some people avoid use of the word “boss” as 
they would the plague. I know a large de- 
partment store in which the word employe is 
similarly avoided. This store doesn’t have 
employes; it has co-workers. The plain fact of 
the matter is that this store has bosses and it 
has employes, and nobody is being fooled very 
much through the avoidance of common terms. 


The Man We Work For 


For purposes of our basic discussion I should 
like to side-step some problems of technical 
definition: first-line supervisors, second or 
third administrative echelons, managers of 
line or staff; or questions such as, “Who is a 
supervisor anyway?” I just want to discuss 
the man we work for. Sometime later, if we 
wish, we can talk about the kind of boss we 
work with rather than for, but at this point 
that kind of talk serves only to confuse. Most 
of us can identify our boss as “the man we 
work for,” and there is no reason to make it 
more complicated. 
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Some people don’t like to use the word boss 
because it appears to connote certain unde- 
sirable characteristics. True, there is one defi- 
nition that refers to being “too domineering 
and authoritative” but that happens to be the 
number five definition in the dictionary I use. 
Why pick number five? The first defines the 
boss simply as “one who employs or superin- 
tends workmen; a foreman or manager.” No 
qualities given. It leaves open the question of 
whether a boss has traits that are good or bad. 
So, let us take off now on the subject of the 
boss—“the man we work for.” 

The boss is in a position of authority. This 
means he has power over other people. Pos- 
sibly he has become boss because he has a will 
to power. Through the exercise of power he 
has an important influence over the lives of 
others. Dress it up any way we like, we can- 
not escape one fact inherent in the superior- 
subordinate relationship, for such it is—this 
power over people. One may exercise it in such 
manner that it becomes power with people, but 
power over people still persists. 

It seems important to emphasize this fact of 
power because it makes so clear the fact that 
it must not be given to the wrong kind of per- 
son. We know full well the dangers of power 
in wrong hands. Remember Lord Acton’s dic- 
tum, “Power tends to corrupt, and absolute 
power corrupts absolutely.” I have reservations 
about the first part. Power doesn’t always 
corrupt, even though there is danger that it 
may do so. It may unless the person having 
power has strength of character, nobility of 
purpose, and human understanding. Is spir- 
itual power corrupting? Is moral power cor- 
rupting? Is there not the power of inspiration? 
What of the power of good example? The pow- 
er of humility? 


Power and Authority 


We are, however, dealing with power that is 
inherent in authority. It is dangerous. It re- 
quires education in its use. It calls for safe- 
guards. Above all, it should be given only to 
those who give reasonable expectation that 
they will use it wisely. We should choose 


bosses with the greatest of care because in 
appointing them to their posts we automatical- 
ly confer upon them this power of authority. 

In the achievement of administrative com- 
petence it is of the utmost importance that the 
boss be at all times aware of the dangers in- 
herent in the power of authority. The aware- 
ness arises from continuous self-examination. 
Do we ourselves, for example, have the 
strength of character, nobility of purpose, and 
the human understanding which enable us to 
exercise the power of authority wisely? This 
is difficult to answer for ourselves. To “Know 
Thyself” is one of the highest attainments of 
mankind. Self-analysis and self-appraisal are 
indispensable, but we require more than this. 
We need the continuing critical evaluation of 
others who observe us, who are competent to 
judge, and who will give honest answers and 
constructive advice. We must actively seek 
this help so that we may avoid the com- 
mon corrupting pitfalls. Paraphrasing Robert 
Burns, “Would that we might have the gift to 
see ourselves as others see us.” 

Properly to exercise power requires the 
leader to have knowledge of and respect for 
the rights of all members of the organization, 
bosses and all others. What rights? These have 
been succinctly stated by Ordway Tead as 
follows: 

1. The right of every man to be treated as 

an individual and respected as a person. 

2. The right of every man to a voice in his 
own affairs, which includes his right to 
contribute to the best of his ability in the 
solution of common problems. 

3. The right of every man to recognition 
for his contribution to the common good. 

4. The right of every man to develop and 
make use of his highest capabilities. 

5. The right of every man to fairness and 
justice in all his relationships with 
superiors.* 

It is difficult to comprehend just how the 

supervisor, the boss, or the executive, the big- 
ger boss, can operate effectively without belief 


~ 1 Ordway Tead, The Art of Administration, p. 143. 
New York: McGraw-Hill, 1951. 
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in these basic rights. Without full appreciation 
of these rights, he has no guide to the exercise 
of the authority and power which are inherent 
in the job he is called upon to perform. He 
sails without benefit of compass. Seldom are 
bosses failures because of technical incompe- 
tence. Most bosses who fail do so because of 
lack of human skill. One approach to the ac- 
quisition of human skill is to test one’s every 
act, every decision, in terms of these rights. 
Supervisory training is barren indeed when it 
focuses primarily upon techniques rather than 
upon, yes, philosophy. 

This is all very well, you are saying to your- 
selves, but we must be practical. This is a 
workaday world and the job of the boss is to 
see that the work gets done. I agree. I go 
along with Lawrence Appley and the American 


Management Association’s definition that . 


“management is the accomplishment of results 
through the efforts of other people.” The job 
of profit-seeking institutions is production. We 
are interested in high-quality output at low 
unit-cost. So, if we are primarily interested in 
output why not focus upon production rather 
than upon the basic rights of man? 

The answer to this has been demonstrated 
many times. People have an enormous capacity 
to do better, or to do worse. They can in- 
crease or improve production, or they can 
withhold, hinder, ‘“‘soldier”—call it what we 
will. Remember the account of the rebuilding 
of the wall of Jerusalem found in the Book of 
Nehemiah, and the noble verse, “so built they 
the wall, for the people had a mind to work.” 
The mind to work—is this something arising 
solely from techniques or know-how? Or does 
it stem from motivation, or inspiration, or 
something that somehow touches the heart? 

How can a boss do his job of getting out 
production unless he knows what it is that 
makes people produce—makes them want to 
produce; because people who don’t want to, 
who haven’t the mind or will to work, won’t 
produce very much. Administrative compe- 
tence includes knowing what it is that makes 
people want to do their best, and then acting 
in the full light of that knowledge. 
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Response to Authority 

Curiously enough, this brings us back to the 
problem of power and authority. Degree of 
productivity is related to the way individuals 
and groups respond to the power or authority 
of the leader. A business organization is not a 
totalitarian or dictator state. Men are ap- 
pointed to positions of authority but the effect- 
iveness of the response they get from others 
has to be earned. Good management can never 
tely for its effectiveness upon superior position 
or status. The boss has authority to be sure, 
but half-hearted acceptance of that authority 
—and the corporate world is filled with ex- 
amples of half-hearted acceptance—invariably 
results in substandard, high-cost performance. 
The leader whose authority isn’t fully, or at 
least highly, accepted by the group has no 
chance of administering competently. This is 
an old story. We can lead the horse to water 
but we can’t make him drink. Administrative 
competence shows itself when the horse drinks, 
and does it willingly. 

I have pointed to the dangerous nature of 
power and authority. I have warned against 
conferring it upon the wrong people. I now 
put this danger in a somewhat different light. 
The danger is that power and authority will 
not be accepted. This is the beginning of or- 
ganizational deterioration. Just as “where 
there is no vision the people perish,” so it is 
that where there is no acceptance of consti- 
tuted authority the organization fails. 

How does the boss earn the group’s accept- 
ance of the authority which has been con- 
ferred upon him through his appointment to 
his position? Let us first consider the boss to 
be a supervisor, a man who has as subordinates 
only those workers who may be called rank 
and file. Most of what we have to say will, 
however, be equally applicable to the super- 
visor’s own boss, say a department head, or to 
his boss. The earning of this acceptance is an 
essential part of the business of achieving ad- 
ministrative competence. 

First of all, the boss should demonstrate 
that he has genuine understanding and ap- 
preciation of the five basic rights already enu- 
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merated, and he should give clear indication 
that these are beliefs he lives by in the per- 
formance of his daily tasks. 

We can discuss these from another angle. 
The boss should clearly understand two sets 
of objectives, those of the firm and those of 
the people who work in the organization. Fun- 
damentally, the firm exists for the purpose of 
providing top-quality goods and services in 
such manner as to produce profit. 


Goals of Individuals 


We who are employed have other objectives. 
We want to earn a living for ourselves and our 
families. We seek reasonable protection against 
the hazards of sickness, old age, and death. 
We look for opportunity to advance in posi- 
tion, prestige, and status. We want to find 
some fair amount of joy and happiness in our 
work. I have seen numerous studies, dolled up 
statistically, which endeavor to rank these in 
the order of their relative importance to em- 
ployes. Does money come first, or is it third? 
Much of this is a waste of time. Each of us 
looks for money, security, prestige, recogni- 
tion, status, the joy of achievement, and all 
the rest. The value we place upon each is sub- 
ject to a great variety of conditions. We want 
all these things; and I guess we tend to place 
special value on those we presently have in 
least amount. If I enjoy my work but get low 
pay for doing it, I begin to think about the 
importance of compensation. If I am paid 
well but have inadequate protection against 
the hazards of illness or old age, I dwell on 
the importance of security benefits. The value 
T place on each varies with age. When I am 
young I may be eager-beaverish about getting 
ahead, and I become frustrated at lack of op- 
portunity. With retirement around the corner, 
my ideas change. And so it goes with respect 
to changes in marital status, dependency, etc. 

The boss should know about these objec- 
tives. Further, he should come to know his 
subordinates so well that he understands their 
ways of thinking about them. Employes should 
perceive that the boss is working to help them 
achieve their objectives. He will never gain 
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full acceptance by focusing solely upon the 
objectives of the firm. This is what makes his 
job so difficult. He has the problem of paying 
attention to the firm’s objectives and to those 
of employes. The boss is working for the or- 
ganization, but he also has the job of working 
for his employes. It takes great skill and re- 
sourcefulness to do both. 

When employes come to believe that their 
boss is not working for them, but solely for the 
company, they will not look upon him as a 
leader to be followed, except perhaps perfunc- 
torily. They may perform, but they will not 
perform well. To the extent that they do not 
perform well, the firm’s objectives will not be 
attained. This is another way of saying that 
when the boss is not working for his subordi- 
nate employes he is in fact selling the firm 
short. He cannot administer competently by 
acting as though it is only the company that 
has rights and goals. 


Contentment and Productivity 


I should like now to take issue with an idea 
that one often sees in print or hears from the 
speaker’s platform. It is that “a happy and 
contented workforce is a productive work- 
force.” In fact, it may not be. Contentment and 
productivity do not necessarily go hand in 
hand. It is possible for employes to be so con- 
tented that they do not permit work to inter- 
fere with their gracious living. How often 
have we heard company presidents say, “I 
want my employes to be able to say that my 
shop is a good place in which to work.” Fine, 
but it isn’t enough. The goal should be to have 
them add, “And believe me, we produce!” Un- 
less the boss works with this goal in mind it is 
unlikely that he will become a competent ad- 
ministrator. 

Here is something else requiring more analy- 
sis than we usually make. During the recent 
past, industries have moved along three main 
roads to improve employe well-being. They 
are: 

1. Wages and salaries. In this we include all 

the ingredients of modernized, sound sal- 
ary administration. 
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2. Fringe benefits. They include vacations 
and holidays with pay, sick leave plans, 
hospitalization and surgical benefits, sev- 
erence pay, group insurance, and all the 
rest. 

3. Extracurricular activities. This includes 
all social and recreational activities that 
are company-sponsored. Parties, picnics, 
and bowling! 

Generally, all this has been for the good— 
although even here you might wish to register 
a few doubts. The point I wish to make, how- 
ever, is that common to all three is the fact 
that none can be used while the employe is on 
the job. Mllustration will make this clear. 

Wages and salaries. The employe, or more 
likely his wife, spends the paycheck off the 
job. 

Fringe benefits. Vacations and holidays with 
pay, the employe is away from work; sick 
leave, he’s probably in bed; hospitalization, 
he’s you know where; severance pay, he’s lost 
the job; insurance, he’s dead. Test for your- 
self any of the others—cafeterias, coffee 
breaks, rest periods, etc. 

Extracurricular activities. By definition, the 
employe is away from the job. 


The Joy of Work 


It is apparent that the boss, the supervisor, 
can’t administer successfully by relying upon 
salaries, fringes, and recreational activities to 
solve the on-the-job problems and needs of 
employes. Somehow he should get at the busi- 
ness of helping each employe to find satisfac- 
tion in his job performance, to experience 
pride of accomplishment. There is such a thing 
as “joy of work.” People who do not feel it 
are being cheated out of one of life’s greatest 
and most satisfying experiences. In this area 
lies a real administrative challenge to every 
supervisor, every executive. Acquiring admin- 
istrative competence includes making continu- 
ous progress in meeting this challenge. 

At the risk of going over territory that you 
have no doubt explored many times, I should 
like to comment briefly on some of the ele- 
ments that I believe lead to job happiness. 
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Everything I say can be found in any text- 
book on personnel, but I am drawing solely 
upon my own experience by endeavoring to 
think through why I have been happy myself 
doing the jobs I have performed in some thirty 
years of working. There’s value in personaliz- 
ing. 

I have never had a job that I simply 
couldn’t do. I know that there are many jobs 
—many in my own organization, at which I 
would fail miserably. I’ve just never been 
assigned to them. Please don’t think I am 
trying to give an impression that I’m so smart 
I could do any of my assigned jobs with one 
hand tied behind my back. At some of them I 
have had to struggle pretty hard; but I was 
sufficiently confident that if I worked hard 
enough at them I had a better-than-even 
chance of making good. The point is that I 
have not been assigned the wrong jobs for me. 
My bosses were administering with under- 
standing and managerial competence. 

At the same time—and I know I have been 
fortunate—there has always been someone in 
the offing—the boss, a colleague, and I musn’t 
forget my wife, who bolstered my confidence 
when I was discouraged. Believe me it feels 
good to have a boss around who wants you to 
make good, who helps you to make good, and 
who rejoices when you succeed. My bosses 
have been competent bosses in the highest 
sense of the word. 

In nearly every job, although not all, I have 
felt that my efforts were appreciated. It is good 
that I have had both experiences because one 
knows how important is appreciation by ex- 
periencing the opposite. But let’s forget the 
exception. 

My bosses have never made me feel that I 
am just a cog in the machine, just a payroll 
number. They have made me feel that I am a 
person in my own right. I have been discour- 
aged, I have felt the sting of my own mediocre 
performances, I have been subjected to strong 
constructive criticism, but IJ have never felt 
unimportant. Small, yet, but not unimportant! 

The other day I was reading Erich Fromm’s 
volume called The Sane Society and came 
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across a sentence that I immediately recog- 

nized as belonging somewhere in this talk. It 

belongs here: 
“.,. this need for a sense of identity is so 
vital and imperative that man could not 
remain sane if he did not find some way 
of satisfying it. The need to feel a sense 
of identity stems from the very conditions 
of human existence and it is the source 
of the most intense strivings.” 


Shouldn’t a supervisor know this? Can he 
understand his subordinates if he doesn’t 
know it? Can he administer competently if 
this kind of understanding is foreign to him? 

How would you like to have a boss who has 
the sense and the skill to put you on the jobs 
that are right for you, who doesn’t give you 
the assignments that are wrong for you? How 
would you like to have the kind of boss who 
works for you, helps you succeed by setting 
right examples, by rejoicing when you’re up 
and encouraging and stimulating you when 
you’re down? A boss who appreciates having 
you on his team, who treats you as an indi- 
vidual in your own right, who makes you feel 
important. A boss who is a better man than 
you are but who is trying hard to make you a 
better man than he is. Suppose you had a boss 
like that, would you work hard for him? Would 
you let him down? Would you soldier on the 
job, or would_you try to out-do yourself? What 
happens to production, to quality of output, 
under these conditions? Does this shed any 
light on what we are talking about when we 
use the term administrative competence? 


Summary 

So far I have simply tried to make five prin- 

cipal points: 

1. The selection of a supervisor must be 
made with great care because he acquires 
power and authority over people. Only 
grief can come to the organization if 
power and authority are placed in the 
wrong hands. 

2. The first step in the training of a super- 
visor is to instill in him an awareness of 
this power and authority situation: (a) 


the dangers of misuse and abuse, and (b) 
the problems of inadequate acceptance. 
Inherent in this awareness is the fact 
that effective response to authority must 
be earned. 


3. The main job of the supervisor is to | 
achieve results through people who are | 
his subordinates. His goal is quality pro- 
duction at low unit-cost. To be adminis- _ 
tratively competent he must understand | 
what causes people to produce at top | 


efficiency. 


4. In achieving production he should real- — 
ize that people do best when their own — 


goals are being met. Therefore, he should 
understand employe objectives, and his 
supervisory job should be performed so 
as to help his subordinates attain them. 


He should do it in such ways that they _ 
can perceive that he is working for them. | 
5. These points add up to a basic truth. In | 


supervising people the more difficult 
tasks center on human relationships 
rather than upon operating techniques. 
Administrative competence rests not ex- 


clusively upon social or human skills, but / 


such skills are required in high degree. 
The implications of this truth for super- 
visory selection, training, and evaluation 
are readily apparent. 

It should not be inferred from any of the 
foregoing that I am trying to play down the 
many aspects of the supervisor’s job as it 
relates to information, communication, and 
technical, operating know-how. The modern 
supervisor has to know the firm’s policies, 
rules, and regulations; the firm’s cost system, 
its payment system, and its methods of ap- 
praisal and evaluation. He should have an 
understanding of labor laws applying to his 
subordinates. He has to know how to induct, 
instruct, and train new workers. He has to 
know how to prevent grievances, and how to 
handle them when they occur. He has to know 
how to correct workers and maintain disci- 
pline. From these we can see that it is almost 
impossible to separate his job into technical 
and human relations categories. He is supervis- 
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ing people, but these people are engaged in 
operations. Just as he must know people in 
order to gain their respect, so he should know 
the operations or he will not win their confi- 
dence. He is not a Sunday School superintend- 
ent, Y.M.C.A. secretary, college guidance 
counselor, or scoutmaster—and I say this 
without disparagement—but he is a supervisor 
of individuals performing certain operations. 
He does not administer in a vacuum. 

Your reaction should be, “We are certainly 
expecting an awful lot from a supervisor!” 
Yes, we are. It is a difficult job. There are so 
many things he has to learn and do that we 
have a tendency to not sell him short but 
“train him short.” In doing this there is a 
common tendency to train him short in the 
realm of social and human skills and to con- 
centrate on the areas which are primarily 
technical or informational. My plea is for us 
not to make this mistake. 

I deliberately shy away from prescriptions 
concerning training programs for supervisors 
because I am certain that there is no one best 
way of achieving goals of individual develop- 
ment. Experience leads me to believe that it is 
not a question of lectures, or seminars, or vis- 
ual aids, or role-playing, although under prop- 
er circumstances these techniques have their 
place. I feel that there is no substitute for the 
training and development which comes from 
close daily association with bosses who them- 


selves are good administrators—men who al- 
ready have the attributes we have discussed, 
bosses who take a personal interest in us and 
who take it upon themselves to guide us in our 
self-development. Actually, all development is 
self-development. The only way to learn re- 
sponsibility is to be given responsibility, not 
make-believe, but real. Just as great oaks from 
little acorns grow, so big responsibilities 
emerge from smaller responsibilities. 

In learning to swim it is probably best not 
to be thrown into deep water without prelim- 
inary instruction. There is some explanation 
and training that can and should be given on 
dry land. This instruction is not limited to 
techniques of movement and of breathing. The 
coach must understand his pupil because his 
biggest problem may well be that of helping 
him to overcome emotional problems of inse- 
curity, anxiety, and fear. Both the coach and 
the pupil know, however, that when the chips 
are down swimming is learned in the water. 
Improvement comes with daily practice, in 
the water, under the experienced guidance of 
a discerning and interested coach. 

The way to learn swimming or golf or tennis 
or supervision is to take lessons from a “pro.” 
Administrative competence is best learned 
from those who are themselves administrative- 
ly competent. There are a lot of other things 
one can do to improve his game, but there is 
no real substitute for this one. 


INSPIRING ENTHUSIASM 


“The chief function of the chief executive is the inspiration of enthusiasm in his 
organization. And he must so constitute the channels for the dissemination of this 
enthusiasm that it reaches the lowest worker undimmed and undiminished.” 
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—William M. Vermilye 
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e Expert advice on an increasing activity of businessmen 


The Art of Introducing A Speaker 


O you dread the responsibility of intro- 

ducing a speaker? Or perhaps you consider 
it to be nearly insignificant? There is no need 
to fear a speech of introduction if you know 
what to do. Don’t, however, underestimate 
the importance of the introducer. He is an 
indispensable part of the program. 

If you harbor the secret desire to be a 
speaker, you may wonder how a person goes 
about getting an invitation to speak. One way 
is to perform an excellent introduction and 
be noticed. There is a prevailing erroneous as- 
sumption that anyone can introduce a speak- 
er. Therefore, even if you have had little or 
no public speaking experience, you may be 
asked to make a speech of introduction. Do it 
well. It could be the beginning of a public 
speaking avocation for you. 

If you are given the responsibility of intro- 
ducing a speaker, get acquainted with him 
before the time of the speech. The audience 
will expect you to know him personally. Never 
introduce a speaker from a so-called “dope 
sheet,” a page of cold facts which deal with 
his date and place of birth, degrees, profes- 
sional associations, and related information. 
Ask the speaker if there is anything that he 
would like you to include in the introduction. 
His ideas will be more believable if you reveal 
why he is an authority on his subject. Further- 
more, it sounds better if you say it rather than 
if he does. Ask the speaker if there is anything 
which he doesn’t want you to mention. Many 
an introducer has inadvertently “stolen the 
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speaker’s thunder” by revealing pertinent in- | 
formation which was to be a significant part of | 


the main speech itself. 


The Key Factors 


Prepare the speech of introduction care- 
fully. Remember that it is a speech and not 


merely a few incidental remarks. It should — 


have a beginning, a body, and a conclusion. 
Never ad lib an introduction if there is time 
for preparation. Accuracy and clarity are es- 
pecially important. Generally three factors 
are included in a speech of introduction: (1) 
the speaker’s name, (2) the title of the 
speech, and (3) a statement which relates 
any two or more of the four aspects of the 
speech situation. They are the speaker, the 
speech, the audience, and the occasion. To 
state it another way, why is this speaker talk- 
ing on this subject at this time before this 
audience? Be sure that all of the material in 
the speech of introduction is relevant to the 


speech situation. You may know an excellent — 


story that you are sure will get an enthusiastic 
response; but if it isn’t germane to your pur- 
pose, omit it. Remember that you are not the 
star, the speaker is. Don’t hog the spotlight. 


When the speaking occasion arrives, you — 


might have to assume the responsibilities of 
the program chairman. You should arrive 
early at the hall to make sure that the proper 
physical arrangements have been made. Is the 
thermostat set at the proper level? A hot room 
can ruin a good speech. Are there chairs on the 
platform? Do the windows need to be opened 
to insure proper ventilation? Is the lighting 
adequate? Is there a lectern on the platform? 
During the speech itself, you will assist the 
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speaker in any demonstration or display of 
visuals that might be required. 

If either the introducer or the speaker is a 
lady, she will ascend the platform first. If 
both persons are of the same sex, the speaker 
should be allowed to go first. Usually the pair 
will seat themselves for a moment before the 
introducer rises to approach the lectern. The 
introducer will stand at the lectern a short 
while before beginning to speak in order to 
give the audience time to settle down. This is 
to insure that his first remarks will be heard. 


Nature of the Speech of Introduction 


The speech of introduction should be vital 
and direct. Don’t read it. You may need a few 
notes, but your remarks should be so well 
prepared that reading, which is often indirect 
unless done with great skill, will be unneces- 
sary. Directness can also be achieved by 
employing fresh and original language. Inex- 
perienced introducers rely upon the old clichés 
and worn out expressions such as “without 
further ado,” “a man who needs no introduc- 
tion,” “it is indeed an honor and a privilege,” 
and “we are fortunate to have with us today.” 

You will want to present your speaker in a 
favorable light, but take care that you don’t 
overpraise him. You can give a speaker a 
reputation that he cannot possibly live up to. 
How would you like to hear an introducer say 
of you, “Our speaker is one of the best orators 
that I have ever heard. He holds audiences in 
the palm of his hand. They do his every bid- 
ding. He makes them laugh, he makes them 
cry, he holds them spellbound.” Of course, 
you wouldn’t, not if you were Daniel Webster 
himself. 

Introductions are usually too long. Make 
yours brief. There are certain factors, however, 
which influence the length of the introduction. 
If the speaker is a stranger to the audience, he 
will require a longer introduction than if he is 
well known. In the latter case, it may be suffi- 
cient to say: “Ladies and Gentlemen, the 
President of the United States.” Pro-rate the 
length of the introduction to the length of the 
speech. A short speech generally requires a 
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short introduction. It is difficult to prescribe 
rules in public speaking because of the human 
factor and the complexity of the speech situa- 
tion. But if I could hazard a rule about intro- 
ductions, it would be: Keep them short. Even 
under extenuating circumstances, they ought 
not to exceed three or four minutes in length. 


Tenor of the Introduction 


The tenor of the introduction should be 
compatible with the tenor of the speech. That 
is, a serious introduction would be appropriate 
to a serious speech. A humorous speech might 
well be accompanied by a light introduction 
with some levity. If you employ humor in the 
introduction, however, be careful not to offend 
anyone. Don’t make fun of the speaker, the 
audience, or the occasion; and, of course, off- 
color jokes are taboo. 

The skillful introduction can get the speaker 
off to an effective start. A poor introduction 
can place him in an embarrassing or difficult 
position from which he may never completely 
recover. As an introducer, you are a member 
of a two-man team. Everything that you do 
must redound to the advantage of the speaker. 
As an ambassador of goodwill, you are the 
speaker’s first contact with his audience. The 
impression which you make must be favorable. 
Smile; be friendly and enthusiastic; and 
above all, be sincere. It is your task to arouse 
in the audience not only respect for, but also 
an intense interest in the speaker and his 
subject. 

Avoid giving the speaker a false start when 
you employ his name or speech title. For 
example: “I would like to present Mr. James 
Wilson [there is a pause. Mr. Wilson begins 
to rise] who is .. . [Mr. Wilson sinks back 
into his chair] . . . .” Look at the audience 
when you state the name of the speaker. Don’t 
turn and say it tc him. He knows his name 
and it is important that every auditor hears 
it clearly. Make the name of the speaker and 
his title clear, deliberate, distinct, and loud— 
even to the extent of being pedantic. The name 
of the speaker and the title of his speech 
must be understood by everyone. 
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Conduct of the Introducer 


When you have completed the introduction, 

take a step back from the lectern, smile, and 
look in the direction of the speaker. The at- 
tention of the audience will shift to him. As 
he rises to come forward, you may turn and 
take your chair, which is also on the platform. 
Do not sit in his chair. This is a minor point, 
but the effective introduction is made up of 
many minor responsibilities, each of which if 
properly handled makes for a successful pre- 
sentation. 

You, of course, remain on the platform 
during the speech. Frequently there is nobody 
else on stage but you and the speaker. Your 
actions are observed by the listeners, espe- 
cially when the speech reaches a low point of 
attention. If you are seen to be listening in- 
tently to the speech, the attention of the 
audience will move back to the speaker. In- 
troducers, however, often take cards or small 
papers from their pockets and read them 
during the speech. Restlessly they sometimes 
scan the audience or they gaze vacuously at 
the walls or ceiling while obviously daydream- 
ing. Sometimes they even frown, scowl, and 
overtly disagree with what the speaker is 
saying. Such activities vitiate the effectiveness 
of the speech. 


At the End of the Speech 


On certain formal occasions when the speak- 
er is finished, you will warmly shake his hand 
as he is being applauded by the audience, 
especially if the two of you are the only 
persons on the platform. Occasionally you 
may have to preside over a forum period in 
which the members of the audience ask ques- 


tions of the speaker after his speech. You may | 


be required to make an announcement subse- 
quent to the speech, for example, “We will 
adjourn to the Vandenberg Room for tea.” 


Sometimes in behalf of your organization, it 


might be appropriate to extend a word of 


praise and thanks to the speaker following his _ 


speech. 
Brief but Important 


As the speaker’s public relations officer, you 
have done everything in your power to con- 
tribute to the favorable reception of his speech. 
Your task, though brief, has been important 
and required considerable skill. With some 
determination and effort almost anyone can 
develop this ability, and soon his adroit intro- 
ductions will stand in sharp contrast to the 
usual clumsy and inept presentations which 
too often characterize our public platform 
today. 


INVESTMENT INFORMATION SERVICES AND SOURCES 


The January-April, 1958, issue of Business and Technology Sources, the official 
bulletin of the Business and Technology Department of the Cleveland Public Library, 
is a selected list of investment information services and sources in the collection of the 


Business Information Division. 


Included are invesiment advisory services and periodicals, corporation manuals and 
directories—domestic and foreign, dividend records, capital changes registers, statistical 
services and indices and many other data serving the field of investment. A supplement 
lists commercial and financial periodicals, bank and brokers’ letters selected for their 
current analysis of business conditions and trends as they affect investment. 

Single copies are available free at the Library, or for a mailing and handling charge 
of 25c each. Address: Order Division, Cleveland Public Library, Cleveland 14, Ohio. 
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e An analysis of some factors that influence economic growth, 


employment, and unemployment in Michigan 


The Outlook for the 
Michigan Economy 


HIS article deals with some of the factors 

which explain the present problem of un- 
employment and the long-run outlook for 
employment and business activity in Michigan. 

Many areas in the United States have had 
persistent and substantial unemployment and 
underemployment for a number of years. The 
factors which explain the economic distress 
and high unemployment of such communities 
as those in western Pennsylvania, West Vir- 
ginia, Massachusetts, Rhode Island, Indiana, 
and Wisconsin are generally known. In some 
areas the problem is related to the recession, 
from which we have not had a full recovery. 
Over 75 major labor market areas have rates 
of unemployment which exceed 6 per cent of 
the labor force and in many of these, as in 
Michigan, the problem is far more serious. 

In many localities, however, the causes are 
not primarily related to the recession. This is 
so in communities like our own Upper Penin- 
sula which suffer from a depletion of natural 
resources which in earlier periods accounted 
for their growth and prosperity. Other com- 
munities, like those in western Pennsylvania 
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are in difficulty because of a shift in demand 
for a product, or a substitution of new machin- 
ery. These factors create serious maladjust- 
ments and lead to local distress which has in 
many areas become chronic. 


Some General Observations 


First, a few general observations and then 
specific discussion of Michigan. 

The first is that these local problems of 
economic distress or economic change are 
frequently manifestations of a national prob- 
lem. Its incidence is obviously local, as it is 
now in Detroit and some other Michigan 
cities, or in Scranton or Altoona, Pennsylvania. 
Its causes are not pathological. Economic 
growth and change do not proceed at an even 
pace and are not uniformly distributed over 
the entire nation. California, Florida, and 
Michigan, for example, have grown at a rapid 
rate for a long time, and will, I believe, con- 
tinue to grow. Other areas have declined or 
grown at a slower rate. The adjustments in 
such areas are not automatic and, as we know, 
often take a long time. Until they occur, 
thousands of families suffer acute hardships 
and privation and the community’s economic 
life is in serious distress. 

The second observation is that these state 
and local areas of economic difficulty represent 
large waste of manpower and resources. Their 
correction calls for a joint program requiring 
the collaboration of the state and local com- 
munity, and our experience tells us also that 
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of the Federal Government. It calls for careful 
planning, often of a long-range character, for 
development loans, and for technical assist- 
ance in working out a program. Such a pro- 
gram may involve steps to improve labor 
mobility in order to move surplus manpower to 
other areas of economic growth; it calls or 
may call for manpower re-training and guid- 
ance to other jobs if not in other areas. Or, if 
it cannot stimulate the movement of workers, 
such a program should aim to bring in new 
jobs and industry through diversification and 
area development. 


The Role of the Federal Government 


It is axiomatic, so it seems to me, that the 
Federal Government’s obligation under the 
Employment Act of 1946 requires it to assist 
the states and communities to achieve maxi- 
mum employment. The idea is not startling 
and it certainly is not radical. It has the 
endorsement of the President, and his Council 
of Economic Advisers recognizes its impor- 
tance. The only question is whether we should 
nibble at the problem or make a bold attempt 
to improve the situation. 

My third observation is that a clear distinc- 
tion should be made between measures which 
are temporary in character, designed to help 
until the community can carry on by itself 
and those which require long-range programs 
and much planning. The criteria for eligibility 
should in my opinion be sufficiently rigid so 
that the Federal Government gets involved in 
area redevelopment programs which call for 
loans and grants only when it is clear that the 
problem is chronic and stubborn. 

The primary objective of the Federal Gov- 
ernment, it seems to me, is to develop the 
policies which will insure high levels of em- 
ployment for the nation as a whole. A large 
number of local area redevelopment programs, 
unless clearly justified by the economic poten- 
tial of these areas, can interfere with efficient 
allocation of resources and be economically 
wasteful. I cannot conceive of a Federal pro- 
gram under the proposed area redevelopment 
legislation being effective in as many as 70 or 


80 areas. The participation of the Federal 
Government should be restricted to those areas 
which have had long periods of difficulty and 
for which state and local measures alone were 
proved inadequate. 


The Michigan Situation 
The Michigan problem represents a special 


case. I would not refer to Detroit or to Michi- — 
gan as a distress area or one which calls for a 
massive Federal area redevelopment program. | 
We have an acute and serious unemployment | 
situation at the present time. Our problem is — 


not entirely or perhaps not even primarily a 
problem of the recession. It is deeper and 
more stubborn. Our immediate concern is with 
the more than 335,000 unemployed in the 


state. A large majority of these out of work in | 


& 


Detroit have exhausted their unemployment | 


insurance benefits and cannot again become 


eligible for such payments until after they — 


return to work. This is the most immediate 
and serious problem facing the city and the 
state. Only one-third of the unemployed in 
Michigan at the present time are eligible for 
unemployment insurance and were receiving 
such in the last quarter of 1958. The public 
welfare rolls in Detroit already contain over 
12,000 families, twice the number on the rolls 
a year ago. This number is bound to increase 
as more family-heads exhaust their unemploy- 


ment insurance rights and their benefits under | 


the temporary unemployment compensation 
law. 

Nor is there an immediate prospect for any 
substantial improvement in the unemploy- 


ment situation. The probabilities are that 


under the most reasonable estimates of auto- 


motive production for 1959 the number of | 


jobless in the state will average 335,000 for 
the year and about 275,000 in 1960. Thus 
even in 1960, when the situation improves 
somewhat, over 10 per cent of the labor force 
will still be out of work. The immediate short 
range problem is therefore our most serious 
concern. Public welfare is hardly the most ap- 
propriate solution for men and women who 
have had a regular attachment to the labor 
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force, indispensable though it is for the basic 
necessities of life. 

It is for this reason that I urge the extension 
by the Congress of the Temporary Unemploy- 
ment Compensation Act which is scheduled to 
expire at the end of March, 1959. I realize 
that a large number of Detroit’s and Michi- 
gan’s unemployed have also exhausted their 
temporary unemployment benefits to which 
they were entitled. I urge, therefore, that there 
be exploration of a formula which would 
qualify jobless wage earners whose regular 
and substantial attachment to the labor force 
is clearly established and who were entitled to 
TUC payments, if the expiration date of that 
legislation is postponed. In the past 23 years 
the Federal Government has collected from 
employers in the states over $750,000,000 in 
excess of the sums returned to the states for 
the operation of their state employment se- 
curity programs. Part of these funds can ap- 
propriately be used to meet the cost of such 
TUC extensions, if it should be determined 
that such costs should not be allocated to the 
states for repayment at a later time. The out- 
lays for such extended unemployment should 
not be charged to employers. 


The Costs of Unemployment 
Insurance 


The problem of unemployment insurance 
costs is of deep concern to employers in Mich- 
igan and other states with excessively high 
unemployment rates. Michigan is the most 
industrialized state in the U. S. About 50 per 
cent of our wage earners work in the manu- 
facturing industry. Nearly 37 per cent of 
personal income received by people in Michi- 
gan in the form of wages and salaries comes 
from manufacturing. As a result we are es- 
pecially allergic to national developments 
which adversely affect manufacturing produc- 
tion and employment, especially automotive 
production. Michigan is hit harder in a reces- 
sion than most other states. The percentage 
of our labor force out of work is often twice 
as high as the national average. This is not a 
recent development. Our present experience 
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conforms to what happened in 1921, 1929-33, 
in 1937, in 1949, and again in 1954. 

As a result, the costs of unemployment in- 
surance in a serious recession are likely to fall 
most heavily on employers in states like Mich- 
igan and other high cost states and impose 
upon them an exceptionally large burden. 
This puts our employers at a distinct dis- 
advantage in competition with employers in 
most other states not so industrialized and 
whose manufacturing industry is more diversi- 
fied. 

In 1958, for example, the benefits paid to 
Michigan wage earners from the trust fund 
and employers’ contributions exceeded $326,- 
000,000. This represented more than 6.5 per 
cent of the taxable payroll. The unemploy- 
ment insurance payments in 1959 will of 
course be smaller since most of those now out 
of work are not eligible for benefits. Even so, 
however, unemployment insurance payments 
will exceed $200,000,000 and represent about 
4 per cent of taxable payrolls. The average 
unemployment insurance tax paid by Michi- 
gan employers in 1959 may be close to 2.8 per 
cent of taxable payrolls, way above that paid 
by employers in states producing products in 
competition with Michigan. 


Interstate Differences in Cost 


When this legislation was adopted, the ob- 
ject was to eliminate interstate differences in 
cost of unemployment insurance. The way it 
has worked out these differences have been 
accentuated. As a result Michigan employers 
could be placed at a distinct disadvantage for 
this reason alone. The government should ex- 
plore the practicability of creating a National 
Unemployment Equalization or Re-Insurance 
Fund. There is no good reason why a state 
like Michigan or Pennsylvania or any other 
state should be penalized because of a reces- 
sion which is national in origin and has a more 
serious impact on that state. Such a Fund 
could easily be financed by changing the .3 of 
1 per cent unemployment insurance tax re- 
tained by the Federal Government to .4 of 1 
per cent or more, if necessary. And the Equali- 
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zation Fund could carry the unemployment 
insurance costs which exceed a fixed percent- 
age of the payroll in any state. If such a fund 
were in existence it would not be necessary 
for the unemployment insurance costs of 
Michigan employers to increase in 1959 and 
in 1960 as is definitely required if our fund 
is to remain solvent. 


Proposals to Reduce 
Unemployment 

In addition to these observations on unem- 
ployment insurance whose enactment would 
provide immediate aid to the unemployed, I 
urge the following: 

(a) That every effort be made to channel 
public contracts concerned with de- 
fense work and with research and 
development to Michigan. The mana- 
gerial skills and the labor reserve are 
here and their full utilization is not too 
promising in 1959 and 1960. 

Many of our unemployed are in the 
upper age group, not old, just older. 
Their unemployment is often the result 
of technological changes in their for- 
mer jobs. And an imaginative vuca- 
tional training program may be of real 
aid in assisting them to locate work in 
other lines. 

I urge also that such people who have 
skills or are re-trained be aided in re- 
locating to other areas by being pro- 
vided with travel funds for such 
purposes and vocational guidance. 
There is no reason why our Federal- 
State Employment Service cannot be 
authorized to finance such transfers 
when it appears that another area is 
likely to solve the job problem for an 
individual and his family. 


These are all measures designed to deal 
with the immediate situation. I turn now to 
some observations about the larger problem 
and its long run character. 


Factors in the Michigan Problem 


I said earlier that the Michigan problem is 
not primarily the result of the recession. It 
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(c) 
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follows that complete recovery from the re- 
cession is not likely to fully correct our job 
shortage and wipe out our unemployment 
problem. 

The Detroit and Michigan problem is a 
complex of several factors. The first is a ma- 
jor shift in defense procurement with a con- 
centration on aircraft and missiles. In 1959 it 
is estimated that of the $14,000,000,000 to be 


spent on major procurements by the Defense — 
Department, 74 per cent will be spent on air- — 
craft and missiles. In 1953 the comparable fig- — 


ure was 43 per cent. Michigan benefited more 
from defense procurement when tanks and 


ordnance which we produced were more im- 


portant items than missiles and aircraft which 
have until now been less important in our 
industry. It has been estimated that 125,000 
to 150,000 Michigan jobs may have been lost 
as a result of this shift. 

The second factor is to be found in the 
decentralization of automobile assembly and 
production to other states. This process has 
been going on for a long time. It is not clear 
whether most of it has already occurred. I 
doubt whether this is so and we may see some- 
what more decentralization in the years ahead. 


The effect on unemployment, however, is al- ( 
ready measurable. In 1949 about 57 per cent — 


of U. S. automotive employment was located 
in Michigan. In 1958 48 per cent of such em- 
ployment was in this state. 


It should be emphasized that such decen- 
tralization is primarily motivated by market _ 


considerations, by locational factors designed 
to take advantage of population concentra- 
tions, to reduce transportation costs and to 
achieve similar economies. It is not a flight 


from Michigan because of taxes or wage rates ~ 


or “economic climate.” This sort of change is 
always going on. It is not unhealthy for the 
country although it causes difficulties in the 
area from which the movement is taking place. 
Most states have been affected by it at one 
time or another. In Michigan its full impact 
came in the post-war period, simultaneously 
with a shift in defense procurement. 
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Consolidation and Automation 


A third factor is to be found in certain con- 
solidations among the smaller automobile 
companies and the retirement of one producer 
in the post-war period. This reference may 
seem -like ancient history. But a check of the 
occupational background of many welfare 
department clients would reveal employment 
with one or another of these departed firms. 
The Michigan Employment Security Commis- 
sion estimates that more than 75,000 “job 
stations” have disappeared as a result of these 
developments. 

A fourth factor is related to the technologi- 
cal changes in which automation is one ele- 
ment. This is difficult to measure except in 
the roughest form. The impact of these changes 
on employment should not be underestimated. 
It is quite clear that the auto companies can 
reach pre-recession levels with considerably 
less than pre-recession employment. 

Taken together these four factors combined 
with the recession provide an explanation of 
Michigan’s present plight. They appear to me 
to be more impressive and logical than most 
of the talk about taxes, labor costs, and un- 
favorable business climate. These issues are 
of course always present and while some may 
think that they may have an important influ- 
ence on the rate of future economic growth in 
Michigan, they do not in my judgment have 
an important bearing on the causes of our 
present problem. 


Michigan’s Economic Outlook 


Assuming high levels of employment na- 
tionally one can be decidedly optimistic about 
Michigan’s economic outlook. Given time, an 
accurate interpretation of Michigan’s econom- 
ic advantages plus a co-operative relationship 
between the Michigan business community, 
labor, and the state government, the state’s 
economic growth can be resumed at the rate 
which prevailed before 1955. 

One factor which will influence this growth 
is the expansion of Michigan’s population. 
Since 1950 Michigan has experienced a very 
rapid population growth. Its July 1, 1958, 


1959 


population of 7.9 million represented an in- 
crease of 1.5 million persons since 1950, a 
gain of almost 25 per cent in 8 years time. In 
fact our population has grown rapidly for a 
long time, increasing between 15 and 30 per 
cent in each ten-year period since 1890 except 
for the depression decade of the 1930s. We 
have grown at a more rapid rate than the na- 
tion generally; faster than the east-north- 
central states with which we are usually com- 
pared. In fact, only two of the larger states— 
California and Florida—have grown more 
rapidly than Michigan during the last eight 
years. 


Future Population Growth 


Nor is there anything to suggest that this 
rapid rate of population increase is about to 
be checked. On the contrary, even allowing 
for a much smaller estimate for in-migration, 
an important factor in Michigan’s population 
growth in the past, it appears that by 1970 
the population of this state will be at least 9.4 
million persons and may be as high as 10.5 
million compared with 7.9 million in 1958. 
Under either estimate Michigan will still be 
one of the fastest growing states in the United 
States. 

On the basis of these estimates of population 
growth, it appears that Michigan’s labor force 
in 1970 will be at least 1,000,000 persons high- 
er than in 1958. 

Population growth by itself does not gener- 
ate jobs. It provides, however, a sound basis 
for economic growth. And there is no reason 
to assume that Michigan’s rich resources in 
manpower skills and in management compe- 
tence, coupled with its natural resources in 
water and chemicals are not likely to be devel- 
oped and to provide for our growing popula- 
tion and expanding labor force. 

There is no exodus of industry out of Mich- 
igan. The facts are to the contrary. There are 
more manufacturing establishments in this 
state now than there were in 1949 or in 1953. 
And even the automobile companies, while 
they are building elsewhere, have made sub- 


(continued on page 22) 
15 


e- 
Ib 

| 

it 

| 
| 

) 

e 

S 

r 

I 

| 

j 

| 

: 


Michigan Business Indicators 
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BANK DEBITS—THE MOST ALL INCLUSIVE MEASURE OF BUSINESS ACTIVITY—Lower 
Peninsula bank debits indicate that business activity fell off in February and March from the steep 
December-January rise. The drop is only slight and the net result is a relatively high level of 
activity. 
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UPPER PENINSULA BANK DEBITS—Upper Peninsula business activity shows a significant de- 


crease in March after experiencing a three-month rise. 
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POWER CONSUMPTION-—Industrial production, as indicated by electric power consumption 
figures, fell off slightly in January-February while March shows a marked increase to a near-high 
level. 
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| MICHIGAN EMPLOYMENT-—Employment of wage and salary workers has remained relatively 
static since November, 1958, the total being somewhat below the 1957 average level of employment. 
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e An often misunderstood aspect of the 


American economy is clarified in this analysis of ... 


The Value Added by Distribution | 


in a Competitive Economy 


E are all fully aware that, through a 

fortunate combination of circumstances, 
we have in the United States a level of living 
which few could possibly have anticipated a 
half century ago. It is the envy of other 
peoples throughout the world. They strive to 
emulate our example. Our tremendous eco- 
nomic progress of the past few decades has 
provided goods and services in abundance. 
We have more and better food, means of 
transportation, housing, household equipment, 
more facilities for entertainment, and yet 
more leisure than anyone could reasonably 
have expected. Goods are in such ample sup- 
ply that some people worry more about Amer- 
ica’s capacity to consume than her capacity 
to produce. The facts of the situation speak 
for themselves. The causal factors are much 
less clear. 

Basic research, an improving technology, 
and effective management in an environment 
of free enterprise have all been instrumental 
in raising our levels of living over the past 
several decades. The importance of these fac- 
tors would not be denied, but they must be 
joined with an effective distribution system 
for, without it, they are powerless to meet 


About the Auther— 


Dr. Phelps is Professor of Marketing in this School. 
In 1957-58 he served as President of the American 
Marketing Association. In that capacity he prepared 
and presented the talk from which this paper was 
adapted, in Washington, D.C. on September 24, 1957. 
The talk was published in the Proceedings of The 
President’s Conference on Technical and Distribution 
Research for the Benefit of Small Business. 


D. M. 


consumers’ needs and wants. The role of dis- 
tribution in our economy of abundance has 
not been sufficiently recognized, even by the | 
manufacturer at times, or by those who are 
constantly engaged in the distributive process, 
and surely not by the man in the street. 

There is even yet a feeling in many quarters 
that distribution is somehow unproductive; 
that “trade is sterile,” as the French physio- 
crats believed and taught in the middle of the 
19th Century. The word “middleman” still 
has a certain invidious connotation in the 
thinking of some people. Apparently they be- 
lieve that many middlemen could be elimi- 
nated and with favorable results for the ’ 
economy. Like many popular misconceptions 
in the minds of uninformed people, this one 
lingers on. These unreasoned attitudes show a 
complete lack of recognition of the functions 
which must be performed by someone if our 
economy is to operate effectively. 


Reasons for Lack of Recognition 


The reasons which lie behind this lack of 
recognition are many and varied. One reason, | 
undoubtedly, is the fact that we have had an > 
economy of abundance for a comparatively | 
short time. In an economy of scarcity, dis- 
tribution is a lesser problem; therefore, it 
became important much later than production, 
and not until initial production problems were 
largely solved. Little attention was given to | 
distribution until after the turn of the present 
century. No course was given in marketing in 
any American university until 1902, and no 
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pook was published on the subject until 1911. 
Manufacturers did not worry much about 
their marketing problems but improvement 
in production processes was of constant con- 
cern to them. 

In recent decades, however, goods have 


| been turned out in ever-increasing quantities, 
- and automation in production promises even 


more in the future. Conditions of scarcity have 


| been replaced by conditions of surplus, and 


this has forced recognition of distribution 
problems. 

Lack of recognition of the role of distribu- 
tion has also flowed from a misunderstanding 
of the relationship between production and 
distribution costs. One of the early leaders in 
department store merchandising once called 
attention to the fact that production costs had 
decreased since the beginning of the 20th 
Century, that distribution costs had increased 


markedly, and implied that distributors had 


failed signally to operate more efficiently as 
time went on. There was no recognition that 
decreased production costs generate increased 
distribution costs—almost inevitably. 

The production of more and more goods in- 
creases both the range and difficulty of mar- 


> keting problems. The geographical concentra- 


tion of production does likewise. The greater 
proportion of shopping and specialty goods in 
the total output still further enhances the 
need for marketing activities. The old concept 
of staple merchandise has almost been dis- 
carded in view of the fact that many products, 
once considered staples, are now treated as 
shopping or specialty goods, for instance, 
fruits and vegetables. Now there is more 
recognition of the fact that we can’t produce 
more goods continually, more varied goods to 
satisfy consumers’ needs and wants, concen- 
trate production geographically and not have 
increased distributive activities and costs. 


Distribution’s Share of Labor Force 


The increased emphasis on distribution is 
highlighted by significant changes which have 
occurred and still continue in the composition 
of our labor force. Data from a study pre- 


1959 


pared for the National Bureau of Economic 
Research offer convincing evidence of these 
changes over the past several decades.’ For 
instance, distribution’s share in the total labor 
force increased from 6.1 per cent in 1870 to 
16.4 per cent in 1950. Commodity distribu- 
tion and other services combined increased 
from 24.1 per cent to 53.2 per cent. In the 
same period, however, commodity production’s 
share decreased from 70 per cent to 40.4 per 
cent. 

Data for July, 1957, furnished by the De- 
partment of Commerce, indicates that of 
52,574,000 employees in nonagricultural es- 
tablishments, only 31.7 per cent were in man- 
ufacturing; 21.8 per cent were in wholesale 
and retail trade; and 24.9 per cent in other 
service establishments, excluding government.” 
Even if we include workers in agriculture and 
mining with those in manufacturing, the total 
is less than one-half of all workers employed. 
Moreover, this trend toward a larger propor- 
tion of the labor force in distribution and 
other services will undoubtedly continue as 
production becomes still further mechanized. 
Additions to the labor force must be absorbed 
primarily in distribution and other services, 
and will be needed in these employments. 


Distribution Is Part of Production 


The principal reason for a lack of ap- 
preciation of the role of distribution is a 
misunderstanding of what “production” actu- 
ally comprehends. Economists have long 
recognized production as the creation of 
utilities or capacities of goods and services to 
satisfy human wants. If distribution is recog- 
nized, as it should be, as an integral part of 
the production process, there would be no 
doubt of its productivity in an economic 
sense. 

Four types of utility are commonly recog- 
nized by economists: form, time, place, and 


‘Harold Barger, Distribution’s Place in the Ameri- 
can Economy Since 1869, p. 6, Table 2. National 
Bureau of Economic Research, New York, 1955. 

> Current Population Reports, Labor Force, Series 
P-57, No. 181, August, 1957. U.S. Department of 
Commerce, Bureau of the Census, Washington. 
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ownership or possession utility. When the 
manufacturer takes labor, raw materials, capi- 
tal in the form of buildings and equipment, 
and management, and produces goods, he is 
creating form utility. Extractive industries 
and agriculture do likewise in a somewhat 
different manner. The finished products in 
some cases bear no resemblance to the ma- 
terials used. They are new and different, and 
sometimes very exciting to potential pur- 
chasers. 

But these goods are of no immediate value 
to potential consumers unless they have be- 
come available to them through the channels 
of trade, and are in the right location, at the 
right time; and ownership, or at least posses- 
sion through lease or rental, has been se- 
cured. At every step through the distributive 
process costs are incurred and value is added 
to the goods because they come nearer and 
nearer to the ultimate consumer, more and 
more available to him. 

Functions, and necessary ones, are per- 
formed all along the line initially by manufac- 
turers and then by brokers, wholesalers, 
retailers, and other market intermediaries as 
the goods move forward toward consumers. 

Space does not permit a discussion of the 
specific functions performed by the distribu- 
tive trades. One of them, however, deserves 
special mention because it points up so clearly 
the economic role of the distributor. It is the 
function of assembly, or providing the proper 
assortment of goods down through distribution 
channels. In any wholesale outlet, or in any 
retail store, a careful examination of stock 
will, in all probability, show items from the 
far ends of the earth; also, in market con- 
trast, from short distances. Through our com- 
plicated pattern of distribution, these goods 
have found their way to these outlets. Avail- 
ability of goods to those who want them for 
resale, or who want them for consumption, has 
been provided. 

Consumer Choice 

In retail outlets consumers can choose from 
many products, and many brands of the same 
product class. This is the arena in which the 


consumer exercises his independence in the 
use of his purchasing power, and he does have 
independence in a democracy. The old analogy 
that he votes for certain products through 
purchases expresses his independence admir- 
ably. In fact, in a democracy, production is 


guided by consumer choice working through | 


the price system. Choice is made possible by 
our system of distribution which provides 


availability of merchandise for comparisons — 


and ultimate purchase. 


Of course, it is necessary that both goods © 


and knowledge of goods be made available. 
Utility is created by communication of infor- 


mation as well as by the goods themselves, — 
Goods which people do not know how to use, — 


a camera, for instance, are of little value to 
them. The utility is in the camera, but it must 
be released by communication. Thus there are 
time, place, and possession utilities created by 
communication in the form of advertising and 
other promotion as well as by the physical 
distribution of goods. Both are equally neces- 
sary as parts of our distribution system. 

In actual practice, manufacturing and dis- 
tribution are intermixed and interdependent. 
Before form utility can be created, there must 


be distribution activities performed. The ° 
manufacturer must get raw materials, supplies, — 
and components, often from far distant — 


places, before production can begin. Compon- 
ents must get to the assembler, perhaps from 


many sources, before a finished product can | 
be made available to consumers. Just as for | 
the consumer, he must get these goods where | 


he needs them, when he needs them, and get 


~ 


= 


8 


= 


in control of them, or he cannot perform his — 


particular function of creating form utility. 
Manganese in the interior of Brazil, natural 
rubber in Indonesia, and bauxite in the Gui- 
anas, owned by someone else, have little im- 
mediate value to American manufacturers 
until there has been value added by distribu- 
tion. When this value has been added, produc- 
tion can go forward. 
Role of Market Analysis 

In yet another area, the significant role of 

distribution has not been sufficiently recog- 
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nized. If production is to bé guided wisely, 
the market must be interpreted well. Ques- 
tions arise, both on the qualitative and the 
quantitative sides. In reference both to prod- 


' uct innovation and product improvement, 
research must be conducted to ascertain 
_ whether certain products or product charac- 


teristics will secure consumer acceptance. This 
has been aptly called “market analysis for 
product control.” It is an effective tool of 
management for the objective is to “feed 
back” information on the market for the 
guidance of those individuals who are en- 
trusted with decisions on what to produce. 

Those in direct contact with the market in 
distributive agencies are in a unique position 
to participate in investigations and to make 
judgments on the attitudes of consumers to- 
ward products. In this way distribution con- 
tributes through planning to the creation of 
form utility. 

On the quantitative side judgments must 
also be made. The probable extent of the 
market for a product, the rate of market de- 
velopment, the relative potentiality of differ- 
ent parts of the national market, and the 
strength of competitors are all pertinent ques- 
tions. They are all marketing questions, and 
unless they can be answered with a reasonable 
measure of accuracy, the manufacturer cannot 
proceed with assurance. Of course, these ques- 
tions are difficult to answer because they are 
in the field of prediction, but progress is 
being made in the development of techniques 
which will furnish reasonably satisfactory 
answers to them. 

It should now be roundly emphasized that 
the creation of form utility through manu- 
facturing has neither greater nor lesser eco- 
nomic importance than time, place, and pos- 
session utilities created by distribution. There 
should be no question of primacy, for together 
they form a continuous, closely interrelated 
process through which economic enterprises 
in a competitive system meet consumers’ needs 
and satisfy their wants. Neither production 
nor distribution could conceivably be effective 
without the other. They are both a part of 
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production to the economist for production 
means the creation of utilities. They both add 
value to goods, but in dissimilar ways. 


Can the Contribution Be Measured? 


While the value added by distribution 
through the creation of utilities is now appar- 
ent, the question of whether it can be meas- 
ured remains. Figures on the value added by 
manufacturing are customarily secured and 
reported by the Bureau of the Census, and 
are used widely by economists and business- 
men in analytical studies. No similar attempt, 
however, has been made to measure the value 
added by distribution. Perhaps such an at- 
tempt is overdue. Of course, there are many 
problems involved. In comparison with pro- 
duction, value added by distribution is more 
obscure, less recognized, and doubted to a 
greater extent, and it presents more difficult 
problems of measurement. Yet many informed 
people believe that the technical difficulties 
involved in the accumulation of such data 
could be overcome and that the data, once 
accumulated and made available, would be 
most useful. In this connection, it should be 
noted that the Chamber of Commerce of the 
United States has officially recommended that 
data be collected and published on value 
added by wholesale and retail marketing in- 
stitutions. 


Additional Research Needed 


Finally, because distribution plays such a 
significant role in the American economy, be- 
cause demands upon distributors will be heav- 
ier as time goes on, additional research is 
needed for guidance, especially of small busi- 
ness. There has been no lack of innovation in 
distribution in the American economy. New 
and better techniques have been developed 
continuously, particularly in the past two or 
three decades. Competition, on which we 
largely depend for a dynamic economy, has 
been most active in the distribution sphere, 
and its results have been highly beneficial to 
consumers. Yet there is great opportunity for 
increasing efficiency in distribution and the 


the 
ogy / | 
ugh | 
| 
1 is 

by 
des | 
ons 
ds 
le. 
or- 
es, | 
Se, 
to 
ist 
re | 
id | 
a 
st 
ie > 
n | 
| 
| 
3 | 
l 

\ 

21 

| 


most effective means for its attainment is an 
expansion of research and a wider dissemina- 
tion of its results. Further dissemination of 
information on methods and procedures al- 
ready known and practiced would do much to 
increase efficiency. Perhaps, in this conference 
called by the President the need for further 


research can be stressed, means for its ex. 
pansion can be suggested and evaluated, and 
plans can be made for better communication 
of research results and of knowledge already 
possessed. Small business can thus secure the 
aid needed to the benefit of the entire economy, 
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stantial investments and expansion in their 


gram toward that end. Such a program has 


Michigan Business 


Detroit and other Michigan facilities in the not been pursued with any vigor thus far, since 

post-war period. it did not appear necessary. An opportunity to 
Michigan’s industry is over-concentrated in develop aircraft production and electronics __ ple 
manufacturing and especially in automotive after the war could easily have been exploited | rul 
production. and this would have provided a more balanced _ idl 
There is a crying need for a greater degree economy. Such diversification is necessary now ; Co 
of diversification to bring about a better bal- and critically needed if more balanced growth | em 
ance and lesser dependence upon the econom- is to be assured. We need an industrial re- _ sta 
ic fate of one or two major products. This development program and our resources prom- __ in 
must be achieved in the next ten years and it ise its success once we pursue it with a vigor | de 
can be, with everyone recognizing its impor- which has made Michigan a great industrial ba: 
tance and with support for a concerted pro- state in the past. wil 
ad 
ple 

A READING LIST ON BUSINESS ! 
If you can always locate immediately any information you want about any phase . thi 
of business administration, the latest publication of Dartmouth College’s Amos Tuck 

School of Business Administration is not for you. 19 
But few are so lucky. Consequently the seventh revision, just out, of Tuck’s “Reading tiv 


List on Business Administration” is likely to find a large, enthusiastic audience— er: 
« 

probably even larger and more enthusiastic than any of its predecessors found. 
Its authors are the whole Tuck faculty plus several members of the Dartmouth | La 
Economics Department. It’s available from Tuck at $2.00 a copy. La 
It lists, briefly describes and (in most cases) briefly evaluates 733 books, periodicals, 
and other sources of enlightenment in 59 subdivisions of 12 areas of business admin- 


istration. | Se 
The major areas covered, with the number of subdivisions for each, are: Business 

and its environment (eight); management: the science and the art (seven); personnel sta 

administration and labor-management relations (three); industrial management (five); we 


marketing (five); finance (six); accounting and budgeting (twelve); quantitative methods —_— 
(five); business law (one); international economics (five); business history and industry 
studies (one); and business writing (one). \ } 
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e Unemployment insurance or strike benefits? 


The Ford Decision—Implications 


for Unemployment Insurance 


HE recent decision of the Michigan Su- 

preme Court in the Ford Motor Company 
case! again emphasizes the conflict which can 
occur between collective bargaining and unem- 
ployment insurance. In this case, the Court 
ruled that Ford workers in Detroit who were 
idled as the result of a strike at one of the 
Company’s plants in Ohio were entitled to un- 
employment benefits. Although there are sub- 
stantial arguments in support of this decision 
in terms of the wording of the statute,? the 
decision does ignore the realities of collective 
bargaining, and it does not appear consistent 
with the purposes set forth by Congress in 
adopting the collective bargaining and unem- 


"ployment insurance programs. 


The Purpose of the 
Collective Bargaining Program 


Between 1932 and 1935, the labor policy of 
this country underwent great change. Prior to 
1932, public policy toward unions and collec- 
tive bargaining was at best a policy of tol- 
eration. With the passage of the Norris- 
LaGuardia Act in 1932 and the National 
Labor Relations Act (Wagner Act) in 1935, 


* Park v Appeal Board of Michigan Employment 
Security Commission, 355 Mich. 103 (1959). 

*For example, Chief Justice Dethmers in dissent 
stated that if it were a case of first impression he 
would agree with the majority. 


About the Author— 

Dr. Jones is Associate Professor of Industrial Rela- 
tions in this School, where he teaches courses in man- 
agement-union relations, and personnel management. 
He has contributed articles on these subjects to pro- 
fessional journals. 
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public policy toward collective bargaining 
became one of protection and encouragement. 
Both of these acts reflected the belief that the 
individual was helpless when dealing with an 
employer in matters of hours, wages, and 
working conditions; therefore, the individual’s 
bargaining power was to be increased by giv- 
ing him greater opportunity to join with his 
fellow employees in bargaining with the em- 
ployer. The Wagner Act accomplished this 
objective by preventing the employer from 
interfering with the efforts of his employees 
to join or to organize trade unions and by re- 
quiring the employer to bargain collectively 
with the representatives of his employees. 

Collective bargaining was thus established 
by Congress as a socially and economically 
desirable means of determining conditions of 
employment.’ But Congress never intended to 
compel an employer to agree per se to the 
terms demanded by the union. Congress fully 
recognized that collective bargaining included 
the right to disagree and that disputes would 
occur between the parties. In this event, it 
was not intended for the government to inter- 
vene and assist either party except to the 
extent that the government would prevent 
violations of the law. The Taft-Hartley Act of 
1947 continues this basic philosophy with 
only slight modifications.* 


* One of the economic purposes underlying the Act 
was that of increasing purchasing power by building 
strong unions to prevent wage cutting. 

*The Taft-Hartley Act does set certain standards, 
such as the type of union security, and it does provide 
for government intervention in the event of emergency 
disputes. 
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The Purpose of the 
Unemployment Insurance Program 

Almost simultaneously with the passage of 

the Wagner Act, Congress passed the Old Age 

and Survivors’ Insurance Act—better known 
as the Social Security Act—with its tax offset 
provision to encourage the establishment of 
state unemployment insurance programs. 
Broadly stated, the purposes behind these 
programs were two: humanitarian and eco- 
nomic. In Michigan, as in most states at the 
time the Acts were passed, the existence of 
widespread unemployment placed the hu- 
manitarian aspect of the program uppermost 
in the minds of the legislators. But the eco- 
nomic objectives underlying unemployment 
insurance were also important and comple- 
mented to an extent the objectives of the 
collective bargaining program. 

It was hoped, first of all, that the acts would 
encourage employers to provide more stable 
employment. This objective was to be accom- 
plished by the merit-rating or experience-rat- 
ing device which would adjust the employer’s 
tax to the amount of unemployment in his 
business; thus, it would be to his advantage 
to stabilize his employment. Secondly, it was 
believed that unemployment insurance would 
help stabilize the economy in times of reces- 
sion through the maintenance of purchasing 
power. Although it is questionable whether the 
acts have had any genuine effect upon employ- 
ment stabilization, they have certainly been 
helpful in maintaining purchasing power and 
thus helping to stabilize the economy.° 


The Possible Conflict 
between the Two Programs 


Congress recognized that conflicts between 
the principles established in the collective 
bargaining and unemployment insurance pro- 
grams could arise and attempted to prevent 


* There is abundant evidence that the acts accom- 
plished this objective during the last recession as well 
as during earlier ones. The last recession indicated, 
however, that there are many deficiencies in the acts 
which should be corrected. These deficiencies include: 
lack of adequate reserve funds, inadequate benefits, 
inadequate benefit periods, and lack of provisions for 
retraining of workers. 
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some of that conflict. To make certain that ! 
unemployment benefits would not be util 
ized to interfere with the right of employees ° 
to join unions, Congress provided that state 
unemployment acts would not meet federal | 
requirements if benefits were denied any indi. | 
vidual for refusing to accept work if the posi- | 
tion was vacant because of a labor dispute. In | 
addition, an individual was not to be denied | 
benefits if he was required to join a company | 
union or to resign from a bona fide union as 
a condition of employment. 
Nor does it appear that Congress intended 
for unemployment benefits to be paid to strik. | 
ing employees. Although Congress did not ' 
specifically require the states to adopt a pro- 
vision disqualifying striking employees for 
benefits, such a provision was included, with- 
out congressional objection, in the draft bill 
submitted to the states for their guidance by 
the Committee on Economic Security. As a re- 
sult, all of the states, including Michigan, | 
adopted such a provision. As amended, the 
labor dispute disqualification provision, Sec- 
tion 29 (1) (b) of the Michigan statute reads 
in part as follows: ) 


An individual shall be disqualified for benefits . . . 
For any week with respect to which his total or - 
partial unemployment is due to a stoppage of work 
existing because of a labor dispute in the estab- 
lishment in which he is or was last employed: 
Provided, however, That no individual shall be 
disqualified under this section if he shall establish 
that he is not directly involved in such dispute... ) 


The basic premise upon which this disquali- 
fication rests is clear: the belief that the state . 
should remain neutral in a labor dispute’—a 
belief that is in harmony with the philosophy 
of the Wagner and Taft-Hartley Acts. Al- 
though it has been argued that unemployment 
benefits should not be regarded as strike bene- 
fits, and that such payments will not affect the > 
bargaining process, as a practical matter these 
arguments are not valid. Unemployment bene- 


— 


*It is sometimes argued that benefits should not — 
be paid because unemployment caused by strikes is - 
“voluntary” unemployment, and benefits should be 
paid only when unemployment is “involuntary.” 


Space does not permit a discussion of this argument. * 


Although there is some substance to this position, 
most analysts have rejected it because it is not in 
harmony with many provisions of the acts which do 
pay benefits for voluntary unemployment. 
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that fits can have the same effect as strike benefits 
itil. © even though they may not be intended for that 
ees ’ purpose. And they do affect the bargaining 
ate process. Such payments increase the ability of 
tral union members to stay on strike by reducing 
\di- | the hardship involved, thereby increasing the 
bargaining power of the union. 
In _—‘In an early case, the Michigan Supreme 
ied | Court recognized this fact, as well as the neu- 
ny —_trality purpose of the labor dispute disqualifi- 
as cation, when it stated: “None of the money 
_ accumulated in this fund should ever be dis- 
led bursed for the purpose of financing a labor 
ik- | dispute nor should it be illegally withheld for 
the purpose of enabling an employer to break 
o- astrike. The State of Michigan, in so far as 
or this Act is concerned, must remain neutral in 
h- all industrial controversies.” ? 
ill | Limitations of the 
Labor Dispute Disqualification 
e- The labor dispute disqualification has been 
n, tempered, however, by the proviso that only 
those “directly involved” in the dispute shall 
c- be disqualified. The purpose here is clear: to 
ls ensure that workers will not be denied benefits 
» if their unemployment results from a labor 
dispute in which they have no interest. If this 
4 ~ were not done, the social and economic pur- 
- poses of the acts would be thwarted. 
: For an employee to be considered “directly 
h _ involved” in a labor dispute, the Act requires 
- ) that one or more of the following fact situa- 
" tions be established. First, as a result of a la- 
* * bor dispute in the establishment where he is 
working, he, in concert with others, voluntar- 
| ily stops working. Second, he is engaging in a 
sympathy strike. Third, he is “participating in 
or financing or directly interested in the labor 
dispute which caused the stoppage of work.” 
_* And fourth, even though he does not fall into 
any of the above categories and there is no 
dispute among the grade or class of workers 
to which he belongs, he is unemployed because 
of a stoppage of work resulting from a labor 
dispute in some other department or grade or 
class of workers in the same employing unit. 


"Lawrence Baking Co. v Michigan Unemploy- 
ment Compensation Commission, 308 Mich. 198, 154 
A.L.R. 660 (1944). 
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The first two requirements for direct in- 
volvement in a labor dispute are clear and 
need no explanation. As to the third, “partici- 
pating in” a labor dispute means actual in- 
volvement in the dispute by striking, picketing, 
or refusing to cross a picket line. “Financing” 
a dispute does not include the payment of 
union dues, but must be direct payments for 
that purpose. An individual is considered to be 
“directly interested in the labor dispute,” even 
though he does not participate in it, if he will 
gain in some obvious way—for example, by a 
wage increase. 

The fourth requirement, the “grade or 
class” provision, is designed to prevent the 
“key man strike.” If it were not for this pro- 
vision, the union could call a strike of essential 
workers in the plant, their strike would close 
the plant and bring pressure upon the em- 
ployer, but most of the employees would re- 
ceive unemployment benefits. In this manner, 
the union would reduce the cost of the strike. 

The provision in the Michigan statute is 
much broader than that found in the statutes 
of most states. Thus, in most jurisdictions, em- 
ployees can escape disqualification if they can 
show both that they were not “participating in 
or financing or directly interested in the dis- 
pute” and that they did not belong to a grade 
or class of workers who were so doing. In 
Michigan, however, employees can be mem- 
bers of a different union than the one striking 
and still be disqualified for benefits, even 
though they have no interest in the strike, if 
they are employed in the same employing 
unit.* 


The “Establishment” Provision and the 
Logic of Collective Bargaining 
There have been some problems, as well as 
injustices to employees, created by the appli- 
cation of these provisions.’ In general, how- 
ever, with the exception of the definition of 


* General Motors Corporation v. Unemployment 
Compensation Commission, 321 Mich. 724 (1948). 

*For example, workers have often been disquali- 
fied for refusing to cross a picket line when there 
was good reason for not doing so. Moreover, one can 
question the breadth of the “grade or class” provision 
in the Michigan statute. 
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“establishment,” they have been interpreted 
in a manner consistent with the demands of 
collective bargaining. The practical realities 
of collective bargaining require that “grade 
or class” and the term “establishment” should 
be synonymous with an entire bargaining unit. 
There has been little difficulty in interpreting 
the term in this manner when the bargaining 
unit is a single plant, but this has not been the 
case when the bargaining unit is a multi-plant 
company or when it is a multi-employer group. 
The present controversy in Michigan is a re- 
sult of this problem. 

From the logic of collective bargaining, an 
“establishment” should include all the plants 
of a multi-plant company if all the plants are 
part of the bargaining unit. Generally speak- 
ing, anything that benefits or affects workers 
at one plant wil! affect the workers at all 
plants. Both the union and the employer plan 
and carry out their bargaining strategy over 
the entire bargaining unit. 

The Michigan Supreme Court recognized 
this fact in the first case of this nature to 
come before it—the Chrysler case.’ In this 
case, a strike at one of the company’s plants 
in Detroit forced the company to close eight 
other nearby plants because the struck plant 
supplied the other eight with parts. All the 
plants were included in the bargaining unit. 
The Court found that the nine plants consti- 
tuted an “establishment” because all were 
dependent upon each other; the nine plants 
were an “integral functioning” unit. Although 
in this case the plants were only a few miles 
apart, the courts in some jurisdictions have 
used this reasoning in situations in which there 
was considerable geographical separation be- 
tween the plants as long as all the plants were 
within the state. 

It would appear, from the logic of collective 
bargaining, that this reasoning would also 
apply to plants forced to close in one state 
because of a dispute in another if all plants 
were part of the same bargaining unit. Al- 
though the plants are separated by state boun- 


"Chrysler Corporation v. Smith, 297 Mich. 438 
(1941). 
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daries, all the employees in the bargaining unit its r 
are “directly interested” in the dispute. But ly fi: 
the courts have not accepted this reasoning: _T! 
when plants are separated by state boundary Micl 
lines, they are considered to be separate es. rece! 
tablishments. with 
This principle was first established as the as t! 
result of a series of. cases which arose when q_ this 
strike at the Ford Motor Company’s Dearborn _ the 
assembly plant in 1949 spread to other plants, and 
in Dearborn that were processing parts. With-} an ‘ 
in a short time, the company was forced to! mile 
close its assembly plants throughout the coun. | less 
try. Every jurisdiction except Georgia paid The 
benefits to the assembly plant workers on the of t 
basis that each of the plants was a separate! the 
establishment. The decision of the New Jersey} wor 
Supreme Court typifies the reasoning off all! syne 
that did so.’ ing 
The Court rejected the Company’s argu- grea 
ment that, because the New Jersey plants the 
were “functionally integrated with, completely | fun 
dependent upon, and fully managed and con-! the 
trolled as part of the main plant in Michigan,” wer 
all the plants constituted “an establishment dist 
within the purpose of the Act.” Instead, the _ fits. 
Court held that as the concept of functional 
integration did not appear in the New Jersey 
Act, it was not applicable.* Although the Court 


agreed that all the plants of the Company were I 
bound together for a common business waist unc 
pose and thus integrated with the central lim 
plant, “there is a physical and functional sepa- _ 
ration which gives the local plants the status _ 
of a factory or an establishment in the statu- the 
tory sense.” all 

The statutory sense of the term, declared i 


the Court, could not be construed to be 
“embracive of the whole of Ford’s far-flung 
enterprise as a single industrial unit. It has 
reference to a distinct physical place of busi- “es 
ness. Such is the normal usage in business and } je, 
government.” The Court then cited Webster’s wo 
definition of “establishment” as support for 


* Ford Motor Company v. New Jersey Depart- 
ment of Labor and Industry, 5 N.J. 494 (1950). 

*It might be noted that the concept did not ap- Wa 
pear in the Michigan statute, but was a logical infer- te 
ence. ( 
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unit its reasoning—‘place where one is permanent- 
But ly fixed for residence or business.” ¢ 

jing: 

dary 

> €S- 


This position is basically that which the 
Michigan Supreme Court has adopted in the 
recent Ford case; in fact the Court quoted 
with approval the New Jersey decision as well 


as those of other states which have followed 


this reasoning. Thus, the Michigan Court cited 
the dictionary definition of “establishment” 
and stated that it was impossible to think of 
an “establishment” in terms of plants 150 
miles apart and located in different states un- 
less one had an ulterior motive for doing so. 
The Court also declared that for the purposes 


of the labor dispute disqualification section, 


- 


| This was accomplished by a broad interpretation of 


AWM AY , 


the term “establishment” is the controlling 
word and that the term “establishment” is not 
synonymous with the broader term “employ- 
ing unit” which is also used in the Act. And, of 
great importance, the Court declared that “to 
the extent the Chrysler Case adopted integral 
functioning as the basic test of establishment,” 
the case is overruled.* Because Ford workers 
were not in the “establishment” in which the 
dispute occurred, they were entitled to bene- 
fits. 


Congressional Purpose and the 
Establishment Provision 


It is generally recognized that the purpose 
underlying the establishment proviso was to 
limit the situs of the dispute; otherwise the 
social and economic purposes of the legisla- 
tion would be undermined. But it is doubtful 
that Congress, and the state legislatures rec- 
ognized the way in which bargaining units 
would develop. It is highly conceivable that 
at that time bargaining units were thought of 
in terms of a single factory.® The basic ques- 


*The Court also reasoned that because the term 
“establishment” appeared in the phrase “factory, es- 
tablishment, and other premises,” the word “estab- 
lishment” had to be read in conjunction with the other 
words. Thus, the Court found it impossible to think 
of the Ford Company as a “factory.” It should be 
noted that the Michigan statute contains only the 
word “establishment.” 

* Above, cited note 1 (at fn.) 1. 

*For example, there was no provision in the 
Wagner Act for the creation of multi-employer units. 


Sections 9(a), 2(1) and 2(2). 
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tion, however, is ‘Did the state legislature in- 
tend to limit the disqualification when workers 
in other plants of the Company are directly 
interested in the dispute and stand to gain by 
it?” The answer is clearly “No,” for the neu- 
trality premise upon which the disqualification 
rests would be negated. The standard for 
measurement is not an unrealistic concept of 
an “establishment,” but whether the people 
are involved in the dispute. 

The Michigan Supreme Court accepted this 
standard under the doctrine of “functional in- 
tegration” in the Chrysler case and so have the 
courts of other states when the dispute involves 
plants within the state. It is absurd to con- 
clude, however, that plants within a state may 
be widely separated and still constitute an es- 
tablishment, but that they are not an estab- 
lishment if they are separated by state 
boundaries. In doing so, the courts have ig- 
nored the purpose that was made explicit in 
the “directly interested” provision. This was 
done in both the New Jersey and Michigan 
cases involving the Ford Motor Company. 

In the New Jersey case, the Company ar- 
gued that the issue which precipitated the 
strike—production speeds—-was not a local 
issue, but was “company-wide involving the 
master contract provision applicable to all 
employees at all locations.” The Company 
pointed out that the subsequent arbitral settle- 
ment of the dispute benefited workers at all 
the assembly plants. 

The Company also maintained that the in- 
terest of all Ford workers in the dispute was 
revealed by the action of the International 
Union. The International Union refused to 
consider the Company’s request to order 
72,000 workers who were not involved in as- 
sembly operations to return to work; if they 
had done so, the other assembly plants could 
have continued to operate. Instead, the Union’s 
response to this plea was that Ford workers 
“are equally conscious of the strength their 
solidarity gives them and of the economic 
pressure it is bringing on the Company.” The 
Union also stated that “while only the ‘B’ 
Building and the Lincoln workers are involved 
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in the immediate dispute, they are all directly 
affected by the principle.” 

These arguments were not found by the 
Court to be a basis for disqualification. The 
Court noted that there was no striking or pick- 
eting at the New Jersey plants and that the 
employees continued to work until the plants 
were closed for lack of parts. The decision 
which ended the dispute, the Court declared, 
was “in terms applicable only to the Michigan 
plants directly involved in the strike,” and the 
fact that the standards set by the arbitral 
award were extended to the New Jersey plants 
was not a “relevant circumstance.” * The New 
Jersey workers were not, therefore, involved in 
the dispute. 

In the Michigan case,* the Company con- 
tended that the Canton, Ohio, strike was a part 
of the Union’s bargaining strategy to secure 
improved contract terms. At the time the strike 
occurred, the Company and the UAW were 
operating under a five-year agreement. The 
Company argued that the Canton strike was 
a part of the Union’s harassing tactics to re- 
open the agreement under its “Living Docu- 
ment” theory. Although this point was hotly 
contested, with the Union claiming that the 
strike was over local issues, the Appeal Board 
of the Employment Security Commission 
found that the weight of evidence indicated 
that the Canton strike was part of a larger 
strategy and that the Michigan workers were 
“directly interested” in the strike. 

The Michigan Supreme Court, however, 
following the reasoning of the New Jersey 
Court, noted that there was no labor dispute 
at the Michigan plants; there was no striking 
or picketing by the Ford workers in Dearborn 
and they continued to work until the plants 
were closed for lack of parts. Therefore, there 
was no labor dispute in Michigan. Although 
the Court agreed that one of the tests for 
direct involvement in a labor dispute is wheth- 
er employees are “directly interested” in a 
labor dispute, the Court declared that it did 
not have to consider this aspect of the prob- 


"Case cited, above, fn. 2. 
* Case cited, above, fn. 1. 


lem. The Court’s reasoning was as follows; | 

The labor dispute qualification section re-| 
lates the dispute to the “establishment” where! wer 
the individual is employed. According to the) “es 
Court, the “direct involvement” proviso to this | dics 
section and the four subsections establishing con 
the requirements for direct involvement in a fort 
dispute are designed to allow benefits to be oth 
paid to some individuals who are not directly sep: 
involved in the dispute and who otherwise offi 
would be disqualified because they are working « of | 
in an establishment where a dispute occurred. the 
But the proviso and the subsections do not be- plat 
come effective until there is a finding that a rate 
stoppage of work exists because of a labor dis- the 
pute in the “establishment.” Therefore, in jt h 
view of the Court’s interpretation of the term ' pos 
“establishment” and because there was no wit 
finding of a labor dispute in the Michigan the 
plants, it was not necessary for the Court to 
consider whether the Michigan employees were 
“directly interested” in the dispute, or wheth- 7 
er their unemployment was the result of a Mi 
labor dispute in the employing unit. the 
The Implications of the Ford Decision con 

This decision by the Michigan Supreme _ latt 
Court has important implications for collective _ inte 
bargaining. It makes possible “key man a li 
strikes”—the very thing which the legislature | it 
attempted to prevent. A union will now be able of | 
to bring pressure on a company by striking a 
vital parts plant in another state to force the — 
closing of Michigan plants with the knowledge 
that Michigan workers will receive unemploy- 
ment benefits. Thus, strikes will become less 
costly to the union and, thereby, will increase « 
its bargaining strength. 

The possibility is also created by this deci- 
sion that a union can follow the same action 
within the state. Just what the Court means by 
an “establishment” is not clear. The “function- 
al integration” doctrine is no longer a basic test. + 
In quoting other decisions, such factors as 


* There is a great deal of validity in these argu- 
ments, and it is accepted in most states that these 
provisions are limitations to the general disqualifica- 
tion. However, the Michigan “grade or class” provi- 
sion, as noted above, is so broad that it is almost 
impossible to escape disqualification if there is a 
dispute in the “establishment.” 
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Ows: geographical proximity and the concept of 
1 re- several plants as an “industrial community” 
here! were mentioned as possibilities for defining an 
) the| “establishment.” This might, for example, in- 
this | dicate that Ford’s Dearborn plants may be 
hing considered an “establishment” because they 
in a form an “industrial community.” But, on the 
> be other hand, the Court noted such items as 
ctly separate plant managers, separate employment 
wise offices, and separate seniority lists as criteria 
king ‘ of a separate “establishment.” Certainly, if 
ed.” there is geographical separation between the 
-be- plants, they are likely to be considered sepa- 
ata rate “establishments.” If the Court holds to 
dis- the narrow definition of “establishment” which 
, in jt has apparently laid down, then it is entirely 
erm ' possible for one “establishment” of a company 
no within the state to strike and the employees of 
gan the other “establishments” to receive benefits. 
t to 
rere Conclusions 
the There appears to be little doubt that the 
f a Michigan Supreme Court’s interpretation of 
_ the labor dispute disqualification provision is 
ion contrary to the purpose intended by the legis- 
me lature in adopting it. Although the Court’s 
tive interpretation can be defended on the basis of 
nan a literal reading of the term “establishment,” 
ure it cannot be defended in terms of the purpose 
ble of the provision. 


The Court has declared that its interpreta- 
tion of the term “establishment” is the only 
reasonable one—that any other interpretation 
would lead to harsh results. It has noted, for 
example, that if “establishment” were defined 
in terms of functional integration, two com- 
panies under separate ownership could be con- 
sidered an “establishment” if one company 
supplied the other with parts. This reasoning 
is reminiscent of Don Quixote’s tilts with the 
windmills—a struggle where there is none. All 
that is required is to define “establishment” 
in terms of a bargaining unit. Such a definition 
would conform to the realities of collective 
bargaining and would not deny benefits to oth- 
ers unemployed by the dispute. 

It is obvious that the time has come for the 
legislature to re-examine the Act in terms of 
the developments which have occurred. Al- 
though only one aspect of the problem has 
been considered here, there are others worthy 
of inquiry. Not all of the conflicts which oc- 
cur between collective bargaining and unem- 
ployment insurance work an injustice upon 
the employer—there are also injustices to em- 
ployees. The broad “grade or class” provision 
is an example. It is doubtful if the conflicts 
between collective bargaining and unemploy- 
ment insurance can ever be resolved, but it is 
certainly possible to reduce them. 
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A VALUABLE REPORT ON CREATIVITY AND CONFORMITY 
ci- Creativity and conformity are problems of concern to every businessman. This 
on report presents some of the research which has been done, research which is leading 
by to measurements of creativity and to better understanding of conformity pressures. The 
n- report suggests some steps which top management men can use to locate and put to 
st work the creative talent in their organizations. Creativity and Conformity: A Problem 
wad for Organizations. The Foundation for Research on Human Behavior, 1141 East 
as Catherine Street, Ann Arbor, Michigan, 46 pages, $3.00. 
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CYCLICAL CHANGES IN RETAIL TRADE 
IN EASTERN MICHIGAN 


(Reprinted from the monthly review of the Federal Reserve Bank of Chicago, 
Business Conditions, February 1959.) 


Year end found retail buying in the nation 
exceeding its pre-recession tempo. Preliminary 
figures indicate seasonally adjusted retail sales 
during December totaled 17.5 billion dollars, 
about 450 million above the previous record 
reached in the summer of 1957. At that rate, 
buying was up roughly 9 per cent from its re- 
cession low in February and March 1958. The 
greater-than-seasonal rise during the fourth 
quarter restored retail sales volume to roughly 
the same relationship to disposable personal 
income that prevailed before sales turned 
downward in the autumn of 1957. 

Like most national aggregates, however, 
total retail sales movements for the country 
as a whole conceal a variety of crosscurrents. 
As in most periods of change, not all kinds of 
business share equally in the current recovery 
of retail buying. Moreover, striking differences 
in sales trends are shown from area to area. 

In some regions where employment and in- 
come declines have been most severe and pro- 
longed, retail sales have only recently begun 
to show signs of an upturn. Eastern Michigan 
is such a region. The relatively sharp impact 
of the recession on retail sales in Detroit, Flint, 
Lansing and other eastern Michigan cities is 
tied closely to the ups and downs of the auto- 
mobile industry. Because of the Michigan 

state sales tax, more information is available 
on retail trade patterns and changes in that 
key region than in many others. Indexes based 
upon tax collection figures provide an insight 
into the way consumers react to relatively wide 
swings in local employment and income in a 
highly industrialized region. 


Area Trade Patterns 


Since 1953, retail sales in 19 eastern Michi- 
gan counties have fluctuated between 6.7 and 


In eastern Michigan, retail 
sales have fluctuated more .. . 


1954 1955 1956 1957 1958 


than in the nation where growth 
has dampened cyclical declines 


7.6 billion dollars annually. The great bulk of 
the sales, of course, is in the larger centers. 
Stores located in the Detroit, Flint, Lansing 
and Saginaw metropolitan areas have account- 
ed for 86 per cent of the sales in the region in 
the past five years. The other two metropoli- 
tan areas, Jackson and Bay City, accounted 
for an additional 4 per cent of the total; the 
smaller centers provided the remaining 10 per 
cent. 

Consumers in eastern Michigan spend their 
money for about the same kinds of things as » 
consumers elsewhere if the distribution of sales 
by kind of store can be taken as indicative. 
Food stores and eating and drinking establish- 
ments account for the largest segment of retail 
trade, followed in turn by the automotive and 
the general merchandise sectors. 
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Employment and Sales Since 1953 

Movements in nonagricultural employment 
tend to follow closely the expansion and con- 
traction of business, reaching peaks and 
troughs roughly coincident with over-all eco- 


nomic activity. For highly industrialized 


regions such as eastern Michigan, nonfarm 


employment totals, while not a perfect yard- 
stick, probably provide the best available 


_ measure of economic change. In this region, a 


relatively high proportion of workers is en- 
gaged in manufacturing—more than 40 per 
cent of the 1957 nonfarm employment total 
compared with 32 per cent for the U. S. 

To aid in comparing short-run movements, 
both employment and sales as shown in the 


~ accompanying ratio chart have been adjusted 


to eliminate changes of a primarily seasonal 
nature such as, for example, the decline in 
employment which accompanies the model 
changeover in the automobile industry in the 
fall of the year. 

Both employment and retail sales declined 
in eastern Michigan during the final quarter 
of 1953 and in early 1954. From October 1953 
to the third quarter of the following year, 
nonfarm employment fell 7 per cent, while 
retail sales dropped nearly twice that amount. 
By the end of 1954, however, both employ- 
ment and sales in eastern Michigan, as in the 
nation, turned sharply upward. A 6 per cent 
increase in employment was accompanied by 
a rise of 24 per cent in retail sales between 
the lows of the two series in 1954 and their 
peaks during the following year. The rise in 
sales in eastern Michigan, moreover, was well 
in excess of the rise at the national level. 

During 1956, employment and retail sales, 
contrary to the general pattern shown by these 


- indicators for the U. S., slumped owing to a 


curtailment in auto production in Detroit, 
Flint and other Michigan automobile centers. 
As in 1953-54, the sales decline was roughly 
twice as great as the decline in employment. 
From the fall of 1956 to mid-1957, a mod- 
erate recovery brought increases of 3 to 13 
per cent respectively in employment and retail 


, Sales. This period of expansion was followed 
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Distribution of retail sales by kind of 
business, eastern Michigan counties, 
October 1953-September 1958 


Per cent 
Food stores and eating and 
drinking establishments .............. 30.9 
Automobile, accessories stores 
and service stations ..............------ 23.6 
Clothing and homefurnishings stores 19.6 
Apparel 5.2 
Furniture 4.8 
General merchandise ............ 9.6 
Lumber, building materials, 
hardware stores ................--.--..--- 8.3 
Other retail establishments ................ 9.5 
Nonretail firms* rE 8.1 
Total retail sales ...................- 100.0 


* Service establishments, manufacturers’ outlets and whole- 
sale firms which also sell at retail. 


by a downturn that coincided roughly with the 
beginning of the 1957-58 business recession. 
In this latter period, eastern Michigan employ- 
ment fell by 13 per cent, the sharpest decline 
observed over the entire five-year period, while 
retail sales dropped about 22 per cent. 

In summary, employment and retail buying 
in eastern Michigan have shown approxi- 
mately coincident movements over the past 
five years. Changes in sales, however, typically 
have been of much larger amplitude than those 
in employment. On the upswings, the rise in 
sales has been three to four times the rise in 
employment; on the downswings, about twice 
as great. In part, this is because the number 
of persons at work does not reflect such fac- 
tors as changes in the length of the work week, 
the amount of overtime or wage rates, all of 
which influence income and spending. Also, 
the accentuated response is undoubtedly due 
in part to substantial labor inflows and out- 
flows from and to nearby states. As employ- 
ment opportunities decline, the outmigration 
that typically occurs means there are fewer 
consumers in the market, as well as lower 
levels of purchases for those who remain. Con- 
versely, an employment upturn brings new 
consumers as well as bigger sales to permanent 
residents. 
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In terms of both timing and amplitude, 
changes in retail sales in eastern Michigan 
have differed significantly from those in the 
nation since 1953. Consumer purchases of 
goods in eastern Michigan have risen and fall- 
en in response to relatively wide shifts in local 
employment conditions in the auto industry, 
which, in part at least, have been unrepresen- 
tative of the national employment situation. 

National totals, reflecting as they do the 
net effect of increasing sales in some regions 


and declining sales in others, can be expected 
to move less erratically than those for an indi- 
vidual area. In addition, U. S. retail sales have 
shown a strong secular growth throughout the 
past five years which has been lacking in the 
eastern Michigan region. This growth has 
tended to dampen the cyclical effect at the 
national level. Roughly the same effect is 
noted in the less pronounced cyclical swings in 
national nonfarm employment, where the 
trend since 1953 has been upward. 


BOOKLET ON ECONOMIC INDICATORS 


“Economic indicators” are something economists use to forecast business conditions. 
Now, for businessmen, comes a new bulletin from the Amos Tuck School of Business 
Administration at Dartmouth College, Hanover, N. H. Its title is “Economic Indicators: 
Their Use in Business Forecasting.” Its author is Dr. Henry M. Platt, formerly assistant 
director of Tuck’s research program. Only 18 pages long and written in layman’s lan- 


guage, it: 


1. Illustrates the theory of the self-generating cycle, the major factor in the develop- 


ment of economic indicators. 


2. Reviews some of the pioneering work of the National Bureau of Economic 


Research in this area. 


3. Shows how—and why—21 specific indicators may identify cyclical turning points. 
4. Analyzes the performances of these 21 during the recessions of 1948-49, 1953- 


54 and 1957-58. 


5. Points out some of their limitations. 


Single copies are available free on request to Tuck School. 
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Just Published by 


THE BUREAU OF INDUSTRIAL RELATIONS 
THE UNIVERSITY OF MICHIGAN 


Administration of Salaries 
and Intangible Rewards 
for Engineers and Scientists 


By Jonn W. 
Professor of Industrial Relations 
The University of Michigan 


This volume is based on a two-year study of the motivation of engineers and 
scientists in ten well managed companies. The investigators interviewed 44 


professional employees. 


The text reports many reasons for satisfaction and dissatisfaction with salaries 
and intangible rewards, and suggests ways to improve these means for motivating 


The first section deals with the determination of salaries for common positions, 
the alignment of salary structures and the adjustment of personal compensation. 
It is available in a separate, paperbound edition for $3.50. (116 pp., 4 tables) 


The second section deals with the intangible rewards desired, their relative im- 
portance, the degrees to which they were being experienced, and ways to provide 
them. It is available in a separate paperbound edition for $2.50. (93 pp., 13 tables) 


Clothbound 209 pages 17 tables $6.00 


Order from BUREAU OF INDUSTRIAL RELATIONS, 
THE UNIVERSITY OF MICHIGAN, ANN ARBOR 


BUREAU OF BUSINESS RESEARCH 
The University of Michigan 


COST JUSTIFICATION 
By Herpert F. Taccart 


The spectacular failures of several ndents to prove cost 
differences under the have caused many 
accountants and others to conclude that such proof is impossible. 
That this is not the case is evidenced by the successes which have 
been achieved by other respondents. It behooves those who are con- 
fronted with deciding whether or not to establish or continue a 
scheme of different prices to different customers to know just what 
is involved in cost ser gpran This has been extremely difficult, 
since the Federal Trade Commission records of litigated cases, 
while public documents, are complex, voluminous, and difficult to 
analyze and digest. Professor Taggart’s book describes in detail all 
of the cost problems in all of the cost-justification cases, showing 
how and to what extent they were solved. It will be an invaluable 
reference work for accountants, lawyers, sales managers, and teach- 
ers with an interest in the problems of differentiated pricing. It will 
also be found useful in the planning of distribution cost analysis for 
managerial purposes. 


Michigan Business Studies, Vol. XIV, No. 3, 1959 
pages, 164 tables, 2 charts, cloth, $12.50 


ORDER FROM: BUREAU OF BUSINESS RESEARCH 
SCHOOL OF BUSINESS ADMINISTRATION 
THE UNIVERSITY OF MICHIGAN 
ANN ARBOR, MICHIGAN 
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